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FEBRUARY 15, 1955.—0Ordered to be printed 


Mr. Frear (for Mr. Sparkman), from the Committee on Banking 
and Currency, submitted the following 


REPORT 


[To accompany S. J. Res. 42] 


The Committee on Banking and Currency, to whom was referred 
the joint resolution (S. J. Res. 42) to amend the National Housing 
Act, as amended, having considered the same, report favorably 
thereon without amendment and recommend that the joint resolution 


do pass. 
GENERAL STATEMENT 


This joint resolution would amend section 217 of the National 
Housing Act in order to increase by $1.5 billion the mortgage-insurance 
authorization of the Federal Housing Administration. Section 217 
presently contains the mortgage-insurance authorization for all FHA 
programs, with the exception of the title I home repair and improve- 
ment program. At the present rate of use, it is estimated by the 
Housing and Home Finance Administrator and the Federal Housing 
Commissioner that available authorization for FHA mortgage insur- 
ance will be exhausted by mid-March 1955. At the same rate of use, 
$1.5 billion in additional authorization will be sufficient to enable new 
FHA mortgage-insurance activity to continue through June 30, 1955 
Adoption of this joint resolution will supply the authorization needed 
for that purpose. Your committee voted unanimously to report i! 
favorably to the Senate. 

SECTION 217 


As approved in the Housing Act of 1954, section 217 authorized 
FHA to issue insurance under all its mortgage-insurance programs 
until the aggregate amount outstanding equaled the sum of (1) FHA 
outstanding insured loans on June 30, 1954, (2) FHA outstanding 
commitments to insure loans on June 30, 1954, (3) $1.5 billion, and 
(4) with the approval of the President, $% billion. The sum of these 
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4 categories is approximately $20,842,900,000, which is available as 
a revolving insurance authorization. In addition to this amount, 
FHA has an authorization of $1,750 million to insure on a portfolio 
basis under title I of the National Housing Act loans for the repair 
and improvement of homes. No change in this latter amount would 
be made by this joint resolution. 

On December 28, 1954, the President authorized FHA to make 
use of the $% billion mentioned in category 4 above. Despite this 
action, at the end of December 1954, the estimated unused FHA 
authorization under section 217 was only $603 million. By January 
31, 1955, this amount had decreased to $393 million, according to 
preliminary estimates. 

RATE OF USE 


From July 1, 1954, through January 31, 1955, FHA has received 
applications for mortgage insurance covering 377,000 dwelling units. 
Of these, 207,000 represented new construction and 170,000 repre- 
sented existing construction. ‘This represents an increase in the flow 
of applications over the historical rate. For example, during the 
comparable period from July 1, 1953, through January 31, 1954, 
FHA received applications for mortgage insurance covering only 
231,000 dwelling units. Housing officials attribute this increase to 
the more liberal insurance provisions included in the Housing Act of 
1954 (Public Law 560, 83d Cong., approved Aug. 2, 1954). 

Since September 1954 the net use of insurance authorize ation under 
section 217 has averaged $260 million per month. Applying this 
rate of use to the $393 million insurance authorization estimated as 
remaining available at the end of January 1955, indicates exhaustion 
of the authorization under section 217 by the middle of March 1955. 

During the period from mid-March 1955 to the end of the current 
fiscal year on June 30, 1955, it is estimated by FHA that it will re- 
ceive applications for mortgage insurance of at least 329,000 dwelling 
units. This estimate is based on typical seasonal expansion of activi- 
ties from the comparatively high levels of recent months. It treats 
conservatively possible increased activity due to several new mort- 
gage-insurance programs authorized by the Housing Act of 1954, 
such as the servicemen’s program (sec. 222, National Housing Act), 
the urban renewal program (sec. 220, National Housing Act) and the 
slum clearance displacement rehousing program (sec. 221, National 
Housing Act). 

On the basis of this conservative estimate, FHA expects | the resi- 
dential building industry to require slightly more than $1.25 billion 
in mortgage-insurance authorization from February 1, 1955, through 
June 30, 1955. Combining the $1.5 billion which would be author- 
ized by this joint resolution with the $393 million authorization 
estimated as unused on January 31, 1955, would give a total available 
authorization of $1,983 million for use from Februar y 1, 1955, through 
June 30, 1955. In the opinion of FHA, the approximately $630 
million which would remain unused on June 30, 1955, provides a 
reasonable reserve for a possibly greater flow of applications than 
presently anticipated. Any necessary adjustments in the carrying 
forward of this authorized balance can be made by future legislative 
action in the light of experience gained under the FHA mortgage- 
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insurance programs appraised at a date nearer the end of the current 
fiscal year. 

This cushion is advisable for several reasons. FHA’s conservatism 
in estimating activity under new mortgage- insurance programs intro- 
duced for the first time by the provisions of the Housing Act of 1954 
may prove unwarranted. The danger of exhaustion of insurance 
authorization unduly stimulates the filing of applications in order 
to obtain the benefits of the authorization while it still lasts. Many 
of these applicants might otherwise wait until later to file applica- 
tions for mortgage insurance if they felt reasonably certain that 
unused insurance authorization would remain at such a later date. 
The existence of the cushion noted above will tend to afford that 
reassurance. It will also enable more orderly advance planning which 
should contribute to stability of the residential-building industry, an 
industry whose roots and branches extend into many other segments 
of our national economy, giving fruitful employment to large numbers 
of our people. 


SOME FHA EXPERIENCE 


To date FHA mortgage-insurance programs have not used a penny 
of the taxpayers’ money. This is the more remarkable when it is 
considered that gross mortgage insurance in force under FHA programs 
has amounted to some $27,370 million, of which some $16,811 million 
is still outstanding. At the end of November 1954, the acquisition 
cost to FHA of insured properties taken over by FHA on default since 
1934 amounted to $282,098,000. By that date, FHA had resold a 
portion of these properties, having an acquisition cost to FHA of 
$127,800,000. On resale of these properties, FHA realized more than 
$119 million. As a result, the net loss to FHA amounted to $8,608,000, 
equivalent to only three one-hundredths of 1 percent. This entire loss 
was paid completely out of reserves built up from insurance premiums 
paid to FHA. Consequently even this very small net loss did not come 
out of taxpayers’ dollars. As of November 30, 1954, FHA still has on 
hand for resale properties having an acquisition cost to FHA of 
approximately $154 million. Yet the existence of FHA mortgage 
insurance has made possible the addition of tens of billions of dollars 
worth of adequate housing for United States residents. 


CAUTION 


Your committee expects the Federal Housing Administration and, 
to the extent of its authority, the Housing and Home Finance Agency, 
to observe adequate safeguards against the misuse of the additional 
mortgage-insurance authorization which would be made available by 
this joint resolution. All the pertinent legislative actions taken last 
year to prevent abuse of housing programs provided for the betterment 
of American living and health ‘standards are to be carefully and con- 
scientiously applied to the administration of this additional authoriza- 
tion. Need, not greed, should be the test applied by the Federal 
Housing Administration in carrying out its functions under Federal 
housing legislation. 

COMMITTEE REVIEW 


Your committee will have an opportunity to review the actual 
requirements of the FHA mortgage-insurance programs when it gives 
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consideration to the requests for additional mortgage-insurance 
authorization expected to be submitted for the fiscal year beginning 
July 1, 1955, The President has already indicated that for this 
period an additional authorization of $5 billion will be requested. 
Your committee has already made known its intention to study exist- 
ing federally aided housing programs with a view toward shaping a 
legislative program most suited to foreseeable legitimate needs in this 
area of activity. 


CONCLUSION 


However, the current legislative program of Federal aids to housing 
has already been adopted by the Congress and approved by the 
President. On the basis of testimony presented to your committee 
by the Housing and Home Finance Administrator and the Federal 
Housing Commissioner, additional mortgage-insurance authorization 
is needed immediately to prevent this current program from grinding 
to a halt. 

The long lead time required between conception and completion of 
a housing project is well known. Projects for which mortgage- 
insurance applications will be submitted to the Federal Housing 
Administration through June 30, 1955, have at this date for the most 
part already undergone considerable processing subsequent to their 
conception. To remove the support of the FHA mortgage-insurance 
programs from the carrying out of these projects would cause unfair 
and in some cases calamitous results. 

Consequently it is imperative that the Congress provide additional 
mortgage-insurance authorization sufficient in amount to carry the 
existing programs through June 30, 1955. This result can be 
accomplished by the immediate adoption of this joint resolution. 


CHANGES IN Existinc Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the joint resolu- 
tion, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


NATIONAL HOUSING ACT 


» + + 


TırLe II—MORTGAGE ÍNSURANCE 


EJ a * * * * 


Sec. 217. Notwithstanding limitations contained in any other section of this 
Act on the aggregate amount of principal obligations of mortgages or loans which 
may be insured (or insured and outstanding at any one time), the aggregate 
amount of principal obligations of all mortgages which may be insured and out- 
standing at any one time under insurance contracts or commitments to insure 
pursuant to any section or title of this Act (except section 2) shall not exceed the 
sum of (a) the outstanding principal balances, as of July 1, 1954, of all insured 
mortgages (as estimated by the Commissioner based on scheduled amortization 
payments without taking into account prepayments or delinquencies), (b) the 
principal amount of all outstanding commitments to insure on that date, and 
(c) [$1,500,000,000, except that with the approval of the President such aggregate 
amount may be increased by not to exceed $500,000,000] $3,500,000,000. 
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